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How Non-
Ferrous Metals 
are Shaping 
the Battery 
Industry

During the last commodities super cycle 
(which spanned 12 years from 2003), 
spending on resources rose above 6% of 
global GDP for the second time in the last 
100 years. What has been noticed less, 
however, are the fundamental changes 
in the supply and demand landscape of 
resources. It is my personal belief that 
over the next 20 years, rapid advances in 
automation technologies from more fuel-
efficient engines will lead to the rise of 
electric cars, and that these will dominate 
many investment discussions.

As an avid digester of investment-related material, 
I recently read a book entitled “Hot Commodities” 
by Jim Rogers. Whilst the book is slightly outdated 
(having been written in 2004), it shed light upon 
the close relationship between equities and 
commodities. Commodities themselves are often 
overlooked as an asset class in their own right, or as 
a measure of inflation and world trade.

Whilst increases in commodities prices are often 
associated with inflation, I think that the main 
reason for the recent increase in prices is down to 
pure supply and demand. Over the last 18 months, 
we have seen a paradigm shift in the landscape of 
metals- particularly in the non-ferrous metal sector. 
This has resulted in strong returns from many of 
the big mining names, though admittedly from 
depressed levels. For example, since the beginning 
of 2016 Glencore and Rio Tinto have returned 331% 
and 130% respectively. The rapid increase in the 
likes of cobalt has lead Apple to source the metal 
directly from the mines. This is the first time that 
the supply of this metal has been under threat, 
and will likely lead to greater levels of collaboration 
between end-users of these materials and the large 
commodity trading houses.  

Although many, including myself, will relish the 
day they can simply plug-in their car at home, I 
think it is worth investigating what is inside these 
electric car batteries. Each Tesla Model S is currently 
estimated to use 7kg of lithium for its battery. 
However, there is only around 13.5 million tonnes of 

By Matthew Seaward



commercially viable lithium. This may sound like a lot, 
but would actually only allow for 25 years of electric 
vehicles (EVs) at the present sales rate of 77 million 
a year if we are to assume all are using lithium-ion 
battery technology.

With lithium prices having increased by almost 150% 
over the last 18 months, it seems probable that higher 
prices will entice improvements in lithium discovery. 
Lithium, of course, is not the only resource in lithium-
ion cells. There are many cathode types, all of which 
have different formulas. The resources in some of 
the others include cobalt, nickel, manganese and 
phosphorus. Below are some of these metals in some 
of the major cathodes:

All of these are ‘non-ferrous’ metals; meaning that 
they do not contain iron. Thus, the properties and 
applications for ‘non-ferrous’ are different for that of 
‘ferrous’.

Lithium Cobalt Oxide (LCO) cathodes are, at present, 
the most commercially successful form of layered 
cathode. First used by SONY, this material is used 
in most commercial lithium-ion batteries. However, 
the major limitations of this type of battery are its 
relatively high cost, its low thermal stability, and 
its fast capacity fade. Moreover, they are expensive 
primarily because of the cost of cobalt. 

The Lithium Nickel Cobalt Aluminium Oxide 
(NCA) cathode has also found widespread use 

“With lithium prices having 
increased by almost 150% over 
the last 18 months, it seems 
probable that higher prices 
will entice improvements in 
lithium discovery.”
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commercially. The high usable discharge capacity 
and long storage life compared to other batteries 
have made it a popular choice for Elon Musk’s cars 
(Tesla). 

Lithium Manganese Oxide (LMO) is another 
promising cathode, not only because manganese 
is much cheaper, but also because it is less toxic 
compared to nickel and cobalt. At present, however 
the performance of such batteries have been less 
satisfactory in comparison to others. 

Although I am no expert on batteries and their 
associated cathodes, lithium-ion batteries have 

clear fundamental advantages, and decades of 
dedicated research and development. Even with 
their high energy density, high life cycles and high 
efficiency, fast-paced research continues on new 
materials to push the boundaries of performance, 
safety and cost. 

Elon Musk has noted that the theoretical ‘best’ of 
hydrogen cars (once thought to be the front-runner 
in replacing the combustion engine) do not match 
the best of the current lithium-ion battery cars. As 
new implementations are put in place from research 
developments, lithium-ion batteries should have a 
greater impact on our lives in the years to come.  



Already it is looking like it could be an 
eventful year for emerging markets. Looking 
ahead, one particular global macroeconomic 
trend is the further tightening of central 
bank policy in developed markets, especially 
in the US. This has the potential to trigger 
outflows of capital from emerging markets. 
However, with many analysts predicting 
solid growth for emerging market economies 
this year, the probability of a large shift in 
capital flow dynamics remains low. In fact, 
capital inflows are still anticipated, but at 
a more gradual pace than 2017. Analysts 
are not expecting the magnitude of the 
rate hikes by the US Federal Reserve this 
year to be sufficient to turn the dynamics 
around for flows into these economies, 
citing stronger fundamentals compared to 
previous episodes of central bank tightening 
in the US.

By Paul Martinez

Emerging 
Market Outlook  
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When talking about emerging markets, one of the 
biggest questions surrounds China and about 
how the worlds’ second biggest economy will fare 
in 2018. Most commentators are predicting that 
China’s growth will slow this year to around 6.5%. 
China’s recent growth has been relatively reliant on 
credit creation; meaning that the amount of debt in 
Chinese economy will probably need to be better 
controlled going forward. Corporate debt is elevated 
at 170% of GDP; but of this, 110% relates to state-
owned enterprises. Moreover, the majority of this 
debt is funded internally using domestic savings. 
Control of the banking system and considerable 
influence over the real economy provides the 
authorities with levers to manage growth.

However, the authorities have acknowledged the 
need to address financial system risks, and part of 
the deceleration of the economy will be driven by 
policy tightening. The slowdown in Chinese growth 
is expected to be modest- declining from 6.8% 
to 6.5% this year. This should not place too much 
pressure on other emerging market economies, 
global growth or commodity prices. However, it is 
something that will need to be carefully monitored 
for indications that policy measures are reigning 
in credit expansion significantly (by accident or 
design), and causing significant deceleration in the 
economy.  

Indian growth, on the other hand is anticipated 
to bounce back after experiencing a slowdown 
following the implementation of several landmark 
reforms. Data coming out of India is trending 
upwards, exhibiting further recovery. Many analysts 
are predicting growth above 7% this year, which will 
keep India amongst the highest growing countries 
on the planet. It is also probable that we will see 
some fiscal support for growth in advance of the 
2019 elections. 

Elsewhere, continued recovery in Brazil and Russia 
is expected. Record low inflation in Russia should 
to provide room for the central bank to continue 
to ease monetary policy, stimulating consumption 

and investment. In Brazil, lower interest rates 
have helped consumer and business confidence, 
widening the recovery further. The pace of the 
recovery in Brazil will depend largely on whether 
or not a credible pathway to fiscal stability can 
be established through the successful legislation 
of pension reform. With a presidential election 
scheduled for October, politics are likely to play an 
important role. 

Even though returns for emerging market fixed 
income were relatively high in 2017, it has been 
predicted that such outperformance will continue 
this year but in a more modest, cumulative return 
fashion; with expected returns of between 6% and 
7% for emerging market fixed income. Analysts 
are even more constructive on emerging market 
equities, with return predictions of around 15% for 
the year. As mentioned earlier, they expect that the 
positive backdrop is robust enough to withstand the 
headwinds that will come from the Federal Reserve 
tightening.

Currently, the market has only priced in three US 
rate hikes for this year, but there could well be 
four. This may be priced in very quickly if there is a 
high inflation report or strong communication from 
the Federal Open Market Committee. This could 
certainly surprise markets and lead to pressure 
on emerging markets. However, as previously 
discussed, the fundamental backdrop remains 
positive, and because current account deficits are 
smaller, reliance on capital flows are now more 
modest. 

At the time of writing, the MSCI Emerging Markets 
index was flat year-to-date, while the MSCI China 
index is up 0.8%, and the MSCI Brazil index is one of 
the best performers for the year, jumping 9.5%.

“... the authorities have 
acknowledged the need to 
address financial system risks.”



Financial services have gained a poor 
reputation, deservedly so in many 
respects. The banking crises, miss-selling, 
high charges (historically), mediocre 
returns and low interest rates have all 
contributed to a general distrust of the 
industry. 

The response has been an explosion of regulation 
and its associated costs, an obsessive pursuit of 
ultra-low cost investing through passive investment, 
and a near abhorrence of all risk. Today, for the 
vast majority, investing is something largely to be 
avoided! Savings tend to be held in bank deposits 
earning little or nothing, and retirement plans 
frequently amount to leveraging modest savings 
to buy a property-to-let, a strategy that perhaps 
worked well as interest rates fell, but now presents 
significant risks.

It is no coincidence in my view that this comes at 
the same time as weak growth and low productivity, 
coupled with increasing divisions in society between 
those on the ladder and those that feel left behind. 
Ironically, the regulatory ‘cure’ may have become 
worse than the original issue.

It is time to change these outdated perceptions. 
Investment is the foundation of a liberal free-market 
economy with the power to spread prosperity and 
encourage social mobility like nothing else. So, let 
me explain my top three reasons to fall back in love 
with investment:

1. The Power of Compounding

Investment is not, and should not be, the preserve 
of the privileged few. Rather, it is the means by 
which the whole of society is enriched. The chart 
below illustrates the power of investing just £250 
per month, adjusted for inflation, over an average 
career of 40 years, from age 25 to 65. 

Three Reasons to  
Love Investing 
By David Long
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£250 per month may seem like a very small sum in 
the normal context of wealth management. Certainly, 
it is affordable for the majority of households, 
and if properly invested with only moderate risk 
it is likely to grow surprisingly fast. Reaching 
around £45/60,000 over ten years, £150/250,000 
over 20 years and building to an extraordinary 
£900k/2.2million over a full 40 year career.

Saving and investing such a sum each month is 
undoubtedly life-changing not only for you but 
for your children and future generations, enabling 
previously unimaginable possibilities whether 
that might be private education, a house deposit, 
university, starting a business or simply achieving 
your retirement dreams. What’s more, the averaging-
in effect of investing small amounts each month 
actually reduces your overall risk enabling such 
investors to accept more short-term volatility in 
pursuit of greater long-term returns.

2. Investors Shape our World

It is easy to let politicians and big businesses 
determine the world we live in, as well as to blame 
them for all that we see as wrong with society. 
However, in a free market economy, neither the 
politician nor the big business is as powerful as you, 
the humble investor, are. Through your investment 
decisions, collectively with millions of others, capital 
is continuously recycled from one enterprise to 
another; ultimately determining which projects 
succeed and which fail.

Truly, investors have the power to shape our world. 
However, to do so effectively we need to make 
everyone an investor and moreover, an active 
investor. In this context, the trend towards passive 
investment is deeply troubling. Certainly, there are 
strong arguments for passive strategies in some 

circumstances, but we must be careful. Passive 
investment now accounts for nearly one-third of the 
market and has become a major systemic risk.

The ‘invisible hand’ of the free market economy 
relies upon the free, rational and independent 
decisions of all participants. Imagine for a 
moment the consequences for a market with 100% 
passive investment. Decisions are based solely on 
market capitalisation; no assessment of value, no 
consideration of merit, no accountability for boards. 
Each investor simply follows every other investor in 
an endless loop. This is a pyramid scheme of epic 
proportions that at best leads to dramatic volatility 
and weak returns, and at worst, it could precipitate a 
complete collapse of the market.

3. Investment is the Ultimate Win-Win

Investment fundamentally drives the prosperity 
and growth of civilisations. No advancement 
of humankind has ever been achieved without 
investment. This might simply be the investment of 
time and energy in the education of our children. Or 
perhaps the investment of labour and surplus food 
in developing a new idea to improve production. 
Over centuries, through specialisation and the 
exchange of surplus production, people were able to 
invest in better tools and machinery to yet further 
advance capacity and generate greater surpluses, 
which could again be recycled through investment in 
the next advance.

It is only in relatively recent times that investment 
has constituted itself in a monetary form, enabling 
far greater and more efficient recycling of these 
surpluses (capital) to promote new enterprise, 
technological development and productivity. 
Indeed, the amount of capital that is available for 
investment is a critical factor in determining both 
the pace at which any economy can advance, and 
the limit of the economic potential of a society.

Our prosperity therefore relies upon all of us saving 
and investing whenever we can, in return for  
long-term investment returns- the ultimate  
win-win scenario.

“Investment is not, and should 
not be, the preserve of the 
privileged few.”



The Tech 
Revolution

‘The cloud’ is a buzzword that has been 
banded around for over a decade. Unlike 
many such words which can be seemingly 
overused and overhyped, ‘the cloud’ has 
become an integral part of doing business 
in a technology-driven, modern society. 
Indeed, when we see a company of 
Amazon’s size trading at a P/E multiple of 
250, we must take note.

Amazon Web Service (AWS) is a significant factor 
in this valuation. Its cloud service offering has 
tripled the company revenue in just three years and 
whilst only accounting for one tenth of Amazon’s 
revenues, has a net profit margin in the region of 
25%. Additionally, it appears that all of Amazon’s 
operating profit in 2017 was attributable to AWS.

It would therefore seem that a long-standing 
strategy of investment and capital expenditure 
is paying off. CEO of Amazon, Jeff Bezos, who is 
renowned for not spending time entertaining major 
stockholders, has ingrained this culture into the 
firm. He still attaches to shareholders annually the 
original letter when the company went public in 
1997:

“We will continue to make investment decisions in 
light of long-term market leadership considerations 
rather than short-term profitability considerations 
or short-term Wall Street reactions.”

The company continues to retain its earnings in 
favour of expending it for future growth.

Cloud computing, in its essence, is the delivery of 
on-demand computing services. Initially, it was 
storage and processing power via a communication 
platform (typically the internet), which can be 
provided on a subscription or pay-as-you-go basis. 
Since, the concept has developed and the likes 
of AWS is no longer just a storage rental service, 
but a suit of around 100 services fulfilling a range 
of needs including deployment, analytics and 
developer tools.

Although widely used by large corporations, the 
impact of cloud computing on smaller enterprise is 
more significant, removing the capital requirement 
for hardware and software whilst offering security 
and business-orientated applications with lower 
up-front licensing costs. This provides an instant, 
competitive infrastructure. It is estimated that two 
thirds of US small/medium enterprise are AWS 
aligned.

Whether Amazon is the biggest provider of cloud 
services is difficult to determine. The other major 
corporation in the space is Microsoft, who do not 
disclose operating profit for its ‘Intelligence Cloud 
Unit’. IBM has been steadily transferring its expertise 
and technology to the cloud, and in doing so has 
become a significant player. As to whether IBM 
directly compares in size may be a discussion for the 
hard-core techies; as to whether or not the cloud 
is being overstated, and as to the exact meaning 
of business process as a service to which half their 
cloud revenues are attributed.

By Chris Bell

“... the impact of cloud computing 
on smaller enterprise is more 
significant ...”
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The commonly understood industry terms are 
‘infrastructure as a service’ (IaaS), ‘platform as a 
service’ (PaaS) and ‘software as a service’ (SaaS). 
While Amazon is leading in IaaS, Microsoft has 
become a powerhouse in all three terms, and that is 
increasingly important as customers look for depth 
of offering to save on the potential costs involved 
in integrating of systems that were not designed to 
work together. Microsoft now focuses on end-to-end 
solutions to manage what it calls ‘the entire digital 
estate’.

Beyond the cloud, most big name tech companies 
are investing into Artificial Intelligence (AI). Even 
Intel, the semiconductor giant, has recently made a 
number of AI acquisitions. AI is a rather generalised 

term regarding the concept by which machines 
achieve tasks in a manner beyond being given a 
straightforward instruction. Most industry efforts 
today are focused towards machine learning.

Machine learning involves an algorithm that is 
able to adjust itself to better achieve an outcome. 
This outcome is typically in the form of classifying 
information. Essentially, based on the information 
fed to a system, data is classified and a feedback 
loop informs the system whether the output is 
correct so it can adjust metrics to achieve a higher 
probability of success in the future.

A common example of this is recognising objects in 
images, which requires huge amounts of data and 
significant human involvement to tag objects in 



images as the feedback. Machine learning is most 
noticeably being used to direct targeted advertising 
to relevant consumers online, but it is beginning to 
have an impact in other ways.

In healthcare, diagnosis is largely a system of 
matching symptoms and probabilities, meaning 
algorithms could play a major role in processing 
pattern information to assist their human 
counterparts. In data security, it is already being 
used to spot malware files with great accuracy, 
and can analyse how data is accessed to report 
anomalies that predict data breaches.

Machine learning is being implemented to suggest 
media that may be of interest to the consumer, a 
convenient function when consumers are required 
to trawl through seemingly endless choices to 
find their next digest. Then, of course, there are 
driverless vehicles, which have progressed at an 
exciting rate.

The list is endless, but those highlight a few of 
the themes that have been piquing the interest of 
investors in recent years. So, what is it about AI that 

might make a tech stock attractive? With such an 
array of opportunities, cutting through the noise 
is a difficult task and successful outcomes do not 
necessarily indicate quality solutions! However, a 
few key factors warrant our attention:

Data

AI becomes more effective with the greater amount 
of data it can analyse. Companies with large user 
bases, interaction with people’s habits and feedback 
information as part of the service are well placed to 
capitalise. It may go some way to explain Facebook’s 
success and in addition, the likes of Amazon will 
have a wealth of information on consumer spending 
habits.

The protection of personal data has become a 
cause for concern this year. Following the news of 
Facebook’s data breach, more attention is being 
paid to how our personal information is being used. 
This, in addition to the new GDPR legislation which 
has recently been rolled out across the EU, means 
that the use of big data could become a minefield 
requiring careful navigation in the years ahead.
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Natural Language Processing (NLP)

NLP attempts to understand human communication 
in greater depth with the aim of being able to 
communicate back in a similar, comprehensible 
language. Systems with natural language can stand 
in at the point of contact and direct customers to 
the information or locations they require. It can also 
be used to translate or condense large volumes 
of information, achieving efficiency in this data-
heavy generation. Again, access to data here is key; 
Amazon’s ‘Alexa’ and Apple’s ‘Siri’ seem to have 
the market lead, but Google’s ‘Home Assistant’ and 
Microsoft’s ‘Cortana’ are emerging participants.

Deep Learning

Deep learning is considered the cutting edge of 
AI, and is just one of the many approaches to 
machine learning. This progressive step involves 
the intertwining of existing machine learning 
components in order to create artificial neural 
networks. This creates a layering effect where each 
layer has its own purpose and functionality.

This complexity is giving rise to an increasing 
number of joint ventures in the AI space and 
these partnerships may become key to success. 
Traditionally closed companies, such as Apple, may 
find it difficult to achieve the diversity required for 
successful neural networks. However, protected 
intellectual property and the resulting ability to 
monetise such advances may prove to work in their 
favour.

The other option to joint ventures would be to 
acquire, and large tech companies have been 
involved in a flurry of such activity in recent years. 
Google has acquired twelve AI start-ups in four 
years; Apple four in two years; whilst IBM, possibly a 
sleeping giant after being a leader in the field since 
the 50’s, has recently purchased three. Apple also 
poached Google’s AI chief in April.

The digital revolution has so far been defined by an 
explosion in the amount of stored information and 
data. The next stage will be the defined by how that 
data is used and processed.



A Contrarian 
View to  
World Growth

While at present there are significant tailwinds 
pushing US markets higher including impressive 
earnings, share buybacks and takeover activity 
to name but a few, rising interest rates and 
quantitative tightening (the scaling back of central 
bank asset purchase programmes) are a significant 
threat to the synchronised global growth story. 

This is the first time in history that we have had 
the reversal of unconventional monetary policy 
(QE) as well as the traditional method of tightening 
monetary policy (interest rate increases). In our 
view, this has to increase the likelihood of a central 
bank policy error going forward.  This year, the US 
Federal Reserve is expected to rise rates four times. 
Two have already occurred, taking the base rate of 
interest to between 1.75% and 2%. This, coupled with 
the effects of quantitative tightening, is more akin to 
six to eight rate rises. 

Q1 earnings growth in the US was initially predicted 
at 18%, which initially appeared lofty. However, this 
target was exceeded, with the final figure coming 
in at 25.6%. For Q2, US companies with significant 
global exposure are expected to outperform their 
domestically focussed peers. Companies that 
generate more than half of their sales outside the 
US are forecast to grow earnings by 23.9%, while 
companies generate more than half of their sales 

domestically are expected to grow earnings by a still 
impressive 16.5%. This appears to re-affirm a strong 
global growth outlook and the forward 12-month 
price-to-earnings (P/E) ratio for the S&P 500 index 
is only slightly higher than the 5-year average (16.6x 
vs. 16.2x), suggesting that valuations are not overly 
stretched.

Although the underlying sentiment indicators are 
bullish, there are other indicators which tell a 
different story.  The Shiller P/E or Cyclically Adjusted 
P/E (CAPE) is the price, divided by the average of 
ten years of earnings, adjusted for inflation. It was 
designed to provide a more reliable indicator than 
the traditional P/E ratio, because earnings over one 
year appeared too volatile to offer a reliable idea 
of the true earnings potential of a company. Many 
academics believe that a long moving average of 
real earnings helps to forecast real returns, and this 
smoothing effect has been a very useful indicator 
historically. Since 1881, there have only been three 
periods in which the CAPE has surpassed 25, 

By Matthew Seaward

“... This year, the US Federal 
Reserve is expected to rise rates 
four times.”

A rollercoaster ends up in the same place 
it started. Yeah, but it is still a rollercoaster.
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which were the years 1929, 1999 and 2007. These 
marked major market peaks, and were followed by 
significant recessions. At present, the CAPE ratio is 
around 32, which, when coupled with QE tapering 
and rising rates does indicate to stretched equity 
valuations. 

However the CAPE itself is fallible. For example, 
a collapse in earnings after the financial crisis 
meant that the Schiller P/E ratio signalled an 

over-valuation in stocks. This turned out to be 
an incredibly good buying opportunity, of course. 
Other issues include changes over time in inflation 
measurements, accounting standards and taxation 
policies. This makes comparisons of the ratio over 
time increasingly unreliable.   

Some commentators have suggested that this 
present period might be similar to the 1983-1989 
period of extended growth. However, there are also 



similarities to that of the tax cuts of 1981. In 1983, the 
US was coming out of normal “V” shaped recession. 
According to research by Reinhart and Rogoff, this, 
coupled with the present DEBT to GDP in the US of 
105%, means that there will be no, or slow, growth in 
the US. The jury is still out on whether high public 
debt consistently stifles economic growth.

The dollar as the present leading international 
currency is considered a safe haven because 60% of 
the global currency reserves, 80% of global payment 
and almost 100% of oil is priced in dollars. Thus, 
the US has a major advantage, as they are able 
to effectively borrow at much lower interest rates 
because of the prominent demand for dollars. There 
is also a significant amount of emerging market 
debt denominated in dollars, so the Fed can also 
devalue much of the world and affect emerging 
market debt markets more than any other nation in 
the world. 

One of the main reasons for the rise of the dollar 
as a global reserve currency was because of the 
Bretton Woods fixed exchange rate system; an 
exchange rate that fixed the dollar to gold at the 
rate of $35 per ounce. This was then devalued in 
December 1971 to $38 per ounce. It was eventually 
scrapped in January 1973 and a new floating 
exchange rate was implemented. Although the 

exchange rate was no longer fixed, the dollar 
remained the global reserve currency because 
market participants still continued to view it as a 
safe heaven and conduct business in this supposed 
‘global currency’. 

In the course of human history, one of the most 
important metals has been gold. Gold has played 
an important role as money, as a medium of 
exchange, and as both a store of value and unit 
of account. With the advent of modern paper 
currencies, gold has lost its role as a medium of 
exchange. However, until the collapse of the Bretton 
Woods fixed exchange rate system, it continued 
to play a role as a real anchor. After the collapse 
of this exchange mechanism, the IMF sold its gold 
and market participants absorbed this supply in 
order to become part of their investment portfolio 
as a hedge against other assets. The gold price 
acts slightly differently to most other storable 
commodities, as most of the demand for gold is 
from jewellery and investment use, and the annual 
new supply is only around 1-2% of its existing stock. 
This makes releases of existing gold stocks into 
the market more important drivers of gold price 
than the new supply, which comes from two main 
sources: mining and scrap metal. Much academic 
literature supports this hypothesis, and the 
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argument that gold miners are ‘price-takers’ and 
not ‘price-makers’. Moreover, Borenstein and Farrell 
(2007) found no mention of any supply shocks 
having an effect on gold prices when searching 
through 28 years of Wall Street Journals. 

Although renowned investors like Warren Buffet 
openly dislike gold because of its limited utility  
and its non-existent earnings, the graph below 
strongly suggests that gold has not actually been 
a bad investment over the past 15 years, with an 
ounce of gold still able to purchase the same 
amount of the index. 

Gold is often thought of as a hedge against 
other financial assets, with it supposedly being 
uncorrelated, or negatively correlated, with 
traditional portfolio assets. Although I have seen 
academic research finding almost no real return 
and volatility spill over to gold from US stock and 
bonds, other articles find it is a weak hedge. Gold 
and real interest rates are thought to have an 
inverse relationship, which makes sense because 
ultimately both treasuries and gold are competing 
for investors’ dollars. Over the next 15 years, it will 
be interesting to see if gold keeps up with inflation 
and/or other global indices.



Bonds and 
Bank Policy 
Update 

The world’s top central bankers met up in Sintra, 
Portugal at the end of June for the European Central 
Bank’s annual conference and were quick to warn of 
growth worries resulting from escalating trade wars. 
In their assessment, a developing trade war was 
weighing on business confidence and could force 
central banks to downgrade their outlooks– the ECB 
having already done so. 

Also discussed was the enduring absence of 
inflationary pressures globally, with central bankers 
suggesting that low inflation would persist for a 
while yet and that there was little that they should 
do about it but play a waiting game. Despite 
declining unemployment in many of the major 
economies, wages have not risen enough to trigger 
broader inflationary pressures just yet. The head 
of the Australian central bank suggested that less 
powerful unions, increased competition due to 
globalisation and technological innovation were 
all structural reasons as to why price pressures 
remained benign despite rising employment. 

The main focus of attention at Sintra was the 
comments of Fed Governor Powell on the US 
economy and he maintained his recent hawkish 
tone, stating that “the case for continued gradual 
rate hikes is strong”. The central bank remains 

confident on the outlook for the US economy, 
predicting growth of 3% this year and a continued 
fall in unemployment to just 3.5% next year (this 
would mark the lowest unemployment rate since 
the sixties). Governor Powell was keen to point out 
that the central bank should not exploit the current 
unresponsiveness of inflation to rising employment 
for fear of undermining its commitment to low 
inflation.  

The June meeting of the Bank of England saw 
no action on interest rates, with the base rate 
maintained at 0.5%. There was, however, an increase 
in dissenting voters with Chief Economist Andy 
Haldane opting for an immediate rate hike. This 
development lent some support to Sterling, which 
had been on an extended losing streak, especially 
versus the Dollar. The probability of a rate rise at 
the next meeting subsequently rose from around 
50% to over 65%. Bank officials noted that they 
expect economic growth to pick up over the coming 
months after a soft start to the year.   

The European Central Bank (ECB) outlined plans 
to end its asset purchase programme by the 
end of the year. Their quantitative easing (QE) 
programme consisting of monthly bond purchases 
was due to end in September, but this has been 

By Richard Batty

With two US interest rate hikes in the bag so far this year and a further two expected, the 
normalising of US monetary policy further highlighted the disparity between its progress and 
that of other central banks. With the ECB having just announced an end to its asset purchase 
programme and the Bank of Japan maintaining its easy monetary policy stance, their path to 
policy normalisation looks gradual at best.
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extended through to the final quarter, albeit with 
a reduction in monthly purchases of government 
and private debt to EUR 15bn, from EUR 30bn. 
While QE is expected to end this year, the ECB 
governing council expects Eurozone interest rates 
to remain unchanged at least until the summer of 
2019, depending on the accuracy of their forecasts. 
The comments were widely anticipated by market 
participants, however, the guidance of interest rate 
hikes in the latter part of 2019 was seen as a slightly 
dovish signal and the Euro weakened subsequently.  

The People’s Bank of China announced that it 
would release around 700bn Yuan (approx. £77bn) 
into the financial system by cutting the reserve 
requirements that commercial and state-owned 
banks must hold. The official line is that the 
reduction will spur lending to small businesses and 
facilitate further debt-for-equity swaps. However, 
the timing, with it due to come in the day before US 
tariffs, is indicative of Chinese attempts to bolster 
its economy in the face of trade tensions. The move 
exceeded expectations, but the central bank said 
that it would keep monetary policy prudent and 
neutral in the near term.

The big talking point in the bond marks during 
the period was a significant increase in Italian 
Government bond yields after the formation of 
a Eurosceptic Italian coalition. The yield on the 
10-year benchmark Italian government bond rose 
from a recent low of around 1.7% to a high of 3.1% 
in a matter of weeks (this equated to a double-digit 
percentage loss of capital for a supposedly safe 
asset). Investors grew increasingly concerned that 
the appointment of a populist government would 
threaten European stability and the spread between 
the yield on German and Italian government debt 
widened dramatically. Elsewhere in Europe, a vote 
of no confidence in Spanish Prime Minister Rajoy 
saw Spanish government bonds rise also. Despite 
these moves in bond markets, yields still remain 
low by historical standards and are not pricing 
in a significant threat of default in any of these 
countries.  

“... the case for continued 
gradual rate hikes is strong.”



Despite nervousness stemming from 
escalating trade tensions, stocks managed 
to post some reasonable gains during 
the quarter. After a bruising first quarter, 
there was a rebound in global markets at 
the beginning of April, with most indices 
moving into positive territory for the year 
by mid-May. A flat period then persisted for 
the remainder of the quarter as markets 
were held back by geopolitical concerns. 

The US administration stiffened their rhetoric 
on trade with China during the quarter (and to a 
lesser extent, Europe), declaring that they were no 
longer willing to look the other way as China pirates 
intellectual property, subsidises its own exporters 
and maintains higher tariffs/barriers to entry than 
the US. On the face of it, they have a point. Chinese 
tariffs on global imports averaged around 10% while 
the US average was around 3.5%. US tariffs affect 
only about 40% of US imports from China and those 
averaged about 6.5% (while China imposed higher 
tariffs on items imported from the US).

The Trump Administration has proposed 25% 
tariffs on $50bn in imports from China in addition 
to the recent tariffs on steel and aluminium. The 
Administration is also considering an expansion 
of the tariffs and stricter limits on China’s ability 
to invest in US companies. The US believes it has a 
strong hand, given the unbalanced nature of trade 
between the two countries. In 2017, the US had a 
trade deficit of approximately $375bn with China. 

Therefore, the belief is that the Chinese can only go 
so far with any retaliatory tariffs. Imposing tariffs on 
all imports from China would, of course, hurt the US 
economy. Theoretically speaking, a 25% tariff on all 
imports from China would hit US GDP by something 
in the region of 0.7% of GDP. This is significant but 
unlikely to cause a recession on its own.   

Despite a stellar earnings season, US markets ended 
the quarter largely where they began. The Dow 
Jones was flat and the broader S&P 500 was up by 
around 2.5%. US markets had enjoyed a strong run 
after a string of upward earnings revisions, however, 
much of these gains were lost towards the end of 
June as trade fears escalated. The S&P 500 reported 
earnings growth of around 25% in the first quarter, 
with around 80% of companies exceeding their 
earnings estimates. Analysts are broadly positive 
for second quarter earnings. According to Factset, 
during the first two months of the second quarter, 
analysts increased earnings estimates for S&P 
500 companies by 0.2%. Although this may seem 
insignificant, earnings estimates usually decrease 
in the first two months of a quarter (by an average 
2.7% during the last 20 quarters) as expectations are 
managed or ‘played down’.  For Q2, the estimated 
earnings growth rate is currently 19%. 

The best performing developed market in the 
second quarter was the UK, albeit recovering lost 

Market 
Commentary
By Richard Batty 

“... US markets ended the quarter 
largely where they began.”
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ground after a heavy sell-off in February and March. 
The blue-chip UK index ended the quarter up by 
around 7.5%, led by miners and oil companies. 
A weakening pound provided support to export-
focussed industries after the Bank of England 
declined to raise interest rates in the May and June 
meetings, citing a temporary soft patch in the data. 
This was contrary to market expectations. 

Eurozone stresses returned during the period 
with the unstable political situation in Italy and 
softening macroeconomic data. Despite the political 
uncertainty, European markets generally posted 
modest gains for the period (with the exception of 
the Italian MIB index, which was down around 4.5% 
largely on the back of a sell-off in Italian banks). 
Eurozone banks as a whole continue to trade at a 
significant discount to their US peers, suggesting 
that investors remain cautiously positioned within 
their European equity exposure.

Chinese stocks entered bear market territory (a 
decline of 20% from recent highs) towards the end 

of the quarter as a multitude of concerns hit home. 
In addition to the trade war threats, investors have 
become concerned about tighter credit conditions 
and a more restrictive regulatory environment, 
resulting in a slowing domestic economy. The June 
sell-off came after China’s inclusion in the MSCI 
Emerging Markets index in May. The expectation 
was that this would trigger large scale buying 
from global index funds and so accelerate China’s 
opening up to global investors. However, this ‘forced’ 
buying may have masked an extended period of 
weakening, causing the sharp readjustment in June 
as this phenomenon dissipated.  

Despite the potential headwind caused by an 
escalation in trade tariffs and the paradigm shift 
we are witnessing in monetary policy, we believe it 
is too early to be pricing in a possible US recession. 
The pessimism in the UK and Europe also appears 
to be overblown. In our view, the near-term outlook 
suggests caution, not alarm. 



South African 
GDP  
Q1 Shocker

Growth for the first quarter of 2018 came in at a disappointing -2.2% compared with +3.1% 
for Q4 of 2017 (see chart below). Analysts had forecast a smaller decline of 0.8% and 
commentators were optimistic following the recall of President Zuma earlier this year and 
his replacement by Cyril Ramaphosa. Against the background of a very positive State of the 
Nations Address, commentators were optimistic in seeing a turnaround in the economy. 

By Graham Fisher

“... Mining has been the 
backbone of the economy for 
over 100 years.”

The negative quarter did come after three very good quarters and an annual growth for 2017 of 1.7%. The 
sectors of the economy that fared the worst were Manufacturing, Mining and Agriculture. This is seen in 
the second chart. 
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The Manufacturing sector declined by 6.4%, where 
production of petroleum, chemical products, 
iron and steel fell. Motor vehicle sales, food and 
beverages were also lower. Manufacturing employs 
around 1.8 million workers with about one-third 
being used in the automotive industry. The new 
Administration is concerned about restoring 
growth to this sector. Ramaphosa was quoted 
earlier this year as saying that “we are going 
to address the decline over many years of our 
manufacturing capacity, which has deeply affected 
employment and exports.”

Mining declined by 9.9% in Q1 with lower 
production in gold, platinum group metals and 
iron ore. Although mining only employs about 
41 000 workers, it is supported by a significant 
suppliers and service sectors that employ some 
1.4 million workers. Last year proposed changes to 
the Mining Charter were causing major uncertainty 
in the industry and the Chamber of Mines was 
preparing to take legal action to prevent the 
implementation of the proposed new Charter. 
Fortunately, Ramaphosa stepped in early this year 
to start a consultative and negotiation process to 
involve all affected parties in order to arrive at an 
acceptable Charter. Mining has been the backbone 
of the economy for over 100 years. Although gold 
mining has been declining for some time, South 
Africa remains the world’s largest producer of 

chrome, manganese, platinum, vanadium and 
vermiculite. It is the second largest producer of 
palladium, zirconium and Ilmenite, and the third 
largest exporter of coal. Foreign investment needs 
to be encouraged to participate in an industry that 
will still be around for a long time.

Agriculture fell by 24.2% in Q1. This looks like a 
large number, but as agriculture only constitutes 
around 2.5% of GDP, the impact is reduced. In 
spite of its small contribution to GDP, agriculture 
employs about 850 000 workers. One should also 
bear in mind that a large number of workers live 
on farms with their families, and a good portion 
of wages are often paid in produce rather than 
in cash and that workers also live rent-free in 
many instances. Therefore, the overall impact 
of the agricultural sector is much larger than 
recorded in the GDP numbers. South Africa is not 
fully self-sufficient in food supply, but is a net 
exporter of agricultural products due to high value 
exports of items like wine and fruit. Consequently, 
climate change can have a dramatic effect on 
food supplies and foreign exchange earned from 
exports. The summer rainfall area in South Africa 
emerged from a drought in 2017 and a record maize 
crop was then recorded. In 2017, agriculture grew 
by 17% and exports passed the $10 billion mark for 
the first time. This is part of the explanation for the 
sharp fall in agriculture in Q1 where comparisons 



are with some very good quarters last year. 

The winter rainfall region in South Africa, 
predominantly the Western Cape, has also 
experienced a severe drought. As we are half-way 
through the rainy season, early rains have been 
the best for several years and it certainly looks 
as though rainfall for 2018 will be above average. 
Research shows that if the season starts well, 
rainfall can be expected to be above average. This 
is clearly illustrated in the chart below, where the 
rainfall is above that experienced in recent years. 
It is too early to say the drought has been broken, 
but it does appear likely. 

This is significant for South Africa as a whole, 
because the Western Cape is the main exporter 
of wine and is a major producer of wheat and 
fruit. There should be a positive impact on GDP 
in late 2018 and early 2019, but the larger impact 
will be a significant improvement for the many 
workers and their families that depend on 
agriculture in the winter rainfall area.

Just as the benefits of better rains will take some 
time to emerge, it will take several quarters 
before the actions of the new Administration 
begin to bear fruit.
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The Contribution of 
Glyphosate to the World’s 
Agricultural Sector 

A quick glimpse at the active ingredient of 
Monsanto’s well-known roundup brand.

We will look at a scenario where restrictions 
imposed internationally resulted in the world no 
longer planting genetically modified herbicide-
tolerant crops. It is estimated that there would be an 
annual loss of global farm income of approximately 
$6.76bn and lower levels of global soybean, corn 
and canola production equal to 18.6m tonnes, 3.1m 
tonnes and 1.44m tonnes respectively. This scenario 
is a feasible one as the EU recently debated the 
use of glyphosate in the latest round of license 
renewals.   

There would be additional carbon emissions 
arising from increased fuel usage and decreased 
soil carbon sequestration (a process in which CO2 
is removed from the atmosphere and stored in the 
soil carbon pool). Erosion reduction of up to 90% 
is achieved as less physical ploughing is required, 
and where ploughing is required it can be done 
shallower so as to save wear and tear on equipment 
and use less fuel. No-till farming has also gained 
traction using glyphosate as an “enabler”. No-till 
farming (also known as zero tillage or direct drilling) 
is a way of growing crops or pasture from year to 
year without disturbing the soil through tillage/
ploughing. This method of farming has the benefit 
that it leaves behind high levels of crop residue, and 
soil erosion is almost eliminated. Ploughing and 
tillage are major sources of soil erosion around the 
globe and were key factors in the Dust Bowl that 

was created in the 1930s (also known as the “Dirty 
Thirties”). In America on April 14 1935, known as 
“Black Sunday”, twenty of the worst “black blizzards” 
occurred across the entire sweep of the Great Plains, 
from Canada south to Texas. The destruction also 
led to the death of multiple people and caused 
hundreds of thousands of people to relocate. 

The advent of tractors in the twentieth century 
made it even easier to churn up fields, but as 
the negative impact of soil erosion became more 
evident around the globe, things started changing. 
Then came the development of herbicides such as 
atrazine and paraquat in the 1940s and 1950s that 
allowed farmers to kill weeds without ploughing 
up more soil. This was followed by the invention 
of specialised seeding equipment in the 1960s, 
allowing farmers to plant while barely disturbing 
the soil. These developments combined with 
higher oil prices further stimulated the spread and 
acceptance of no-till farming. As the technique 
became more widespread and implemented across 
more farming communities, farmers found that they 
could conserve water, reduce erosion and use less 
fuel and labour to grow crops. The other side of the 
equation is that no-till farming leads to heavier use 
of chemical herbicides to kill weeds, which makes 
consumers and farmers uneasy. 

Evidence suggest that yields improve with time 
using a no-till approach, albeit slower to take hold 
and switch over from tilling to no-till coincides 
with a temporary drop in yields. No-till reduces 

By Jacques de Villiers
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labour, fuel, irrigation and machinery costs because 
of higher water infiltration and storage capacity. 
Additionally, less erosion means better soil quality. 
Fallow periods are shorter and more crops can be 
introduced because of the aforementioned factors. 

John Deere has been embracing the no-till industry 
with their range of planting solutions to farm 
better, and spotted the new market segment early. 
Farmers now look to spend less time in the field 
and want equipment to perform better and more 
efficiently. No-till seems to be the answer, with its 
less mechanical wear and tear, less soil erosion 
and more moisture preservation holistic approach. 
Threats or obstacles to overcome in the future will 
be weeds resistant to glyphosate.

After two years of negotiations, the German 
pharmaceutical giant Bayer AG has acquired leading 
American agrochemical company Monsanto in a 
US$ 63 billion deal. The 117 year-old company’s 
name will then be retired. The acquired products 
will retain their brand names and become part of 
the Bayer portfolio. As an aside, the deal is the first 
of a series of major US-German merger deals to 
cross the finish line at a time of harsh criticism by 
US President Trump of Germany’s trade surplus with 
the USA. Deutsche Telekom’s T-Mobile US has plans 
to merge with Sprint for $26 billion, while industrial 
gases makers Linde and Praxair are also seeking to 
combine. 

With weather patterns becoming extreme, perhaps 
it is time to consider an even wider embrace of 
no-till farming. It limits wide scale evaporation 
associated with deep ploughing of fields, which, in 
turn, means less water content in the air, preventing 
extreme weather occurrences. Tilling damages soil 
and leaves it exposed to erosion, particularly by 
wind and water, whereas no-till farming promotes 
biodiversity in and around the soil. Going forward, 
the agricultural industry must continue to evolve 
so that it can ultimately satisfy the growing global 
demand for agricultural products as the global 
population grows.

“Threats or obstacles to 
overcome in the future will be 
weeds resistant to glyphosate.”
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In Pursuit of 
Common Wealth

I was fortunate and honoured to have been invited to the Commonwealth Business Forum 
in London as part of the Isle of Man’s public and private sector delegation. The Business 
Forum along with the Youth Forum, the Digital Forum and the Women’s Forum collectively 
thrust London into the world media headlines for several days as members of all 53 
Commonwealth nations met to engage and debate on the way forward for this long-standing 
union.

By Greg Ellison

Capital Culture

London and the UK certainly put on a show. As I sat 
in the Guildhall for the opening formalities, listening 
to the 690th Lord Mayor of London introduce UK 
Prime Minister Theresa May to speak, overlooked 
by statues of William Pitt the Elder, the Duke of 
Wellington and many others, a couple of Australian 
delegates to my right commented ‘Isn’t this 
something?’ To which his colleague replied, ‘Yeah, 
the Poms do this well!’

Over the next 3 days I heard from the likes of Bill 
Gates, Liam Fox, Amber Rudd, Australian Minister 
Julie Bishop, Baroness Scotland, Jamaican Prime 
Minister Andrew Holness and many other inspiring 
speakers from the private, public and third sectors. 
In addition, a sparkle of celebrity was on show from 
some of the younger Royals such as William, Harry, 
Meghan and Beatrice.

I took away a huge amount from such an esteemed 
array of speakers, but was left wondering, perhaps 
cynically, if the UK would have gone to such lengths 
if it had voted to remain in the EU?

This huge show of goodwill, the pomp and 
ceremony, the fine words and fine wines, would it 
all have happened if the UK didn’t feel somewhat 
isolated and in need of old friends? It was notable 
that many of the speakers from smaller nations 
highlighted the notion of common wealth as being 
somewhat ironic and far from reality.

The Caribbean nations receive much needed 
and well-intentioned international aid when 
the inevitable cyclones hit, wiping out massive 
proportions of their GDP on a regular basis. But little 
is done by their allies and partners ahead of time 
to better prepare them for the inevitable hurricane 
seasons. All the while, global warming is still 
challenged for legitimacy by some major nations, 
most notably America. Many of the smaller island 

“... post war Britain has built its 
identity primarily in Europe rather 
than the Commonwealth.”



nations that contribute least to the pollution, 
the rising temperatures and the rising tides 
are affected the most by them. So where is this 
common wealth?

In business, across many of the member states 
we have a common language, shared history, 
similar legal frameworks and common appetite 
to trade together. Yet post-war Britain has built 
its identity primarily in Europe rather than the 
Commonwealth. This has created structural 
barriers to doing business if you’re not in the UK, 
EU or EEA. Many great business opportunities from 
the African or Indian continents struggle to access 
core banking because of the risk appetites of the 
banks in response to the guidance from national 
regulators and governments.

So is it worth all the effort?

Absolutely. We need to trade with Africa, 
Australasia, Singapore, India, the Caribbean 
islands, Canada and the many other 
Commonwealth members. We need to share 
insights into the use of new technology to ease the 
friction of cross border trade. We need to share 
intelligence in tackling cyber-crime, corruption, 
money laundering and the funding of threats to 
our shared values.

A 10/10 to the UK for this excellent gathering. If 
we truly are to create common wealth across this 
consortium of willing allies, we need to invest in 
this newly re-energised union as we did in Europe 
following the Second World War for the next few 
decades. We need to remove barriers to business 
and create an infrastructure and understanding to 
support our mutual objectives. We need to create 
binding commitments to reduce pollution, create 
access to quality education for all, fight disease 
and create opportunity for all Commonwealth 
members. The UK, with its historic place in the 
centre of the Commonwealth, needs to take the 
lead and in doing so regain its international 
relevance in the new, post-EU, world order.

“... we need to invest in this 
newly re-energised union as we 
did in Europe.”
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Working in Business Development, TT is often a 
quiet time for me- but not this year… however, more 
on that later.

Followers of Capital International Group will be 
aware that we have recently launched a USD version 
of our PRISM investment service. This has received 
positive feedback from our international client base, 
along with a number of questions and requests for 
further information. One such request was to ask us 
for details of a typical client that uses PRISM, and if 
we could provide a case study of an existing client. 
So I thought it would be useful to blog about what 
we shared with that IFA.

Before I share that client scenario, here is a quick 
reminder of the key benefits that PRISM offers:

Benefits

1)  Low Cost at 0.25% combined investment 
management and custody fee.

2)  Low Minimum from GBP15,000 or USD20,000.

3)  Flexibility of no lock-in period or exit penalties, 
and free switching between risk-return profiles. 

4)  Risk Range offering a number of different risk-
return profiles from near cash-style risk and 
return strategies at the cautious end, to high 
growth and volatility at the other end of the risk 
spectrum. 

5)  Defined risk-return profiles, which each having a 
defined mean return, as well as a defined level 
of volatility (risk), providing transparency of 

Risk or  
No Return!

I love June in the Isle of Man as the Island comes alive with all the petrol heads mad to 
see the famous TT motorbikes races in the road racing capital of the world. For the racers, 
it is like investments; they have to take risk to make a return… but too much risk and there 
is no return! 

By Antony Kelsey

Features



performance expectations to clients.

6)  Proven Track Record; all risk-return profiles 
have consistently remained in line with their 
performance expectations over time.

Client Case Study

The client scenario we outlined was an affluent 
individual aged 55, who is still working in a good 
professional occupation with a lump sum to invest. 
General requirements were as follows:

•  Likely retirement in 7-10 years, although 
circumstances could result in that being pushed     
back by a few years, or brought forward to 5 years, 
albeit that was less likely.

•  Upon retirement, a small draw down was expected 
of 2-4% per annum.

• Very cost-conscious client.

•  Concerned about current stock market levels being 
high.

•  Aware that returns on cash were unlikely to beat 
inflation.

•  Other financial planning requirements are all met.

ETFs and structured products had been discussed, 
but each had drawbacks. Holding cash and dripping 
money into a managed portfolio was also being 
considered, but the administration thereof and 
holding cash were seen as disadvantages.
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The PRISM solution

Invest immediately in a PRISM profile at the lower 
end of the risk spectrum, say Horizon 2 (H2). The H2 
profile has defined mean of 3.75% in USD (3.0% in 
GBP) with a defined volatility of 2.2%. This satisfies 
the client’s requirement for a low cost solution, and 
seeks to address the concern of holding cash at 
the bank. Whilst the return of PRISM H2 is neither 
fixed nor guaranteed, the expected minimum 1-year 
return of this H2 profile is -0.6% in USD (-1.3% in 
GBP), with an expected maximum 1-year return of 
8.1% in USD (7.3% in GBP). Return ranges are stated 
at a 95% confidence level. 

Monies can then be switched over an agreed time 
frame depending on market conditions to a target 
allocation of 25% in Prism H5, 25% in Prism H6, 25% 
in Prism H8 and 25% in Prism H10. These profiles 
have an investment time horizon of 5, 6, 8 and 10 
years respectively. 

The benefit of switching gradually from H2 into 
the other strategies is that the client can average 
into higher risk-return profiles over time and avoid 
the ‘leap-of-faith’ move when there is concern 
about market levels, whilst still benefiting from an 
H2 investment profile in the interim. Of course, if 
there is a pullback in markets the client can take 
advantage of this and switch more aggressively at 
lower levels. Switching is easy and can be done 
regularly, on any weekly dealing date and free of 
charge. Once monies are fully invested in the target 
allocation, it allows the overall portfolio to target 
higher average returns over the long-term whilst 
accepting a higher level of short-term volatility to 
achieve those. 

Having an allocation to different profiles allows 
separate amounts of portfolio value to be 
positioned to cover the possible different retirement 
dates indicated by the client. However, none of the 
profiles have fixed terms, so changes can be made 
at any time if required. Once a fixed retirement date 
becomes clearer, the allocations can be changed 
to reflect the actual draw down requirements and 
timescales. Again, realignment is done with no 
switching fees.

All of this activity requires monitoring and regular 
financial planning reviews between client and their 
IFA to ensure the portfolio in on track to achieve the 
goals set continues to meet the client’s changing 
objectives over time. 

Conclusion

While there is never a perfect solution for all clients, 
this client scenario certainly resonated with the 
IFA who had requested this example, and I hope it 
provides readers with some ideas for how PRISM 
might be an appropriate solution to consider for 
certain client scenarios that present themselves.

For more information, full details, notes and risk 
warnings please visit the PRISM page on our website 
www.capital-iom.com and download our literature. 

So back to this year at the TT …

It has been wall to wall sunshine, a battle of two 
new beer tents, the RAF Red Arrows, Gary Barlow 
and Prince William (at different times!) and a new 
outright lap record of 16.53 minutes for the 37.3 mile 
course at an average speed of 134+mph! For me it 
was particularly hectic as I squeezed all my TT fun 
into the first week before I had to fly to South Africa 
on the Sunday after the first race.

Although I missed the rest of race week in the Isle 
of Man, I got to see Boks play England in Joburg, so 
June was not all bad this year!

“...the client can average into 
higher risk-return profiles over 
time and avoid the ‘leap-of-faith’ 
move when there is concern 
about market levels.”



Why is jurisdiction such an important 
consideration when selecting an offshore 
investment platform? 

I had a very interesting meeting and discussion 
recently with an IFA and their High Net Worth client. 
They were looking to invest monies internationally, 
considering how best to implement their chosen 
strategy. The client and IFA had a number of 
questions and points to make about features they 
wanted to see from their offshore platform provider 
as well as their requirements for a wide range of 
investment options, wrapper availability and the 
ability to work with their chosen DFM. They also had 
clear expectations regarding charges and service. Not 
too demanding then!

However, when I mentioned the issue of jurisdiction, 
this had not really featured on their “shopping list”. 
This surprised me and I explained what I meant in 
more detail. Below are a number of reasons why 
intermediaries and clients should not ignore the 
jurisdiction of their offshore provider when investing 
internationally.

Key Jurisdictional Aspects:

1.  Regulation – Clearly the presence of financial 
services regulation in pretty much every 
jurisdiction in the world is a given. However, the 
levels of regulation actually vary considerably from 
one country to another so it is important to ensure 

that the regime in the jurisdiction a client decides 
to hold their assets in is meaningful, robust, 
comprehensive and proven. This only goes part of 
the way though, because it is also important that 
regulatory scrutiny accompanies the legislation 
and that the framework is not just a “lip service” 
but that the regulation is monitored, enforced and 
constantly improved by the regulator. This gives 
clients the comfort that their hard-earned wealth 
is being held somewhere which has good levels of 
protection to ensure it is as safe as possible.

2.  Stability – Many clients investing internationally 
are often doing so to move assets away from home 
territories that may have geo-political issues, 
currency weakness or other instabilities. Investing 
the wealth internationally diversifies a client’s 
wealth to mitigate some of that home territory risk. 
It is therefore important that they do not then hold 
their international wealth in a jurisdiction that has 
similar weaknesses.

3.  Time zone – With modern functionality, people 
expect online access and digital functionality 
from any international wealth platform. One 
would expect time difference and location of a 
jurisdiction to no longer be of significance. While 
there is some truth in this assumption, time 
zone remains an issue. This is because investing 
internationally is not always straightforward, and 
sometimes queries need an answer in a relatively 

Which Offshore 
Jurisdiction  
is for You?
By Antony Kelsey
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short time frame. Being located in a jurisdiction 
that is in a time zone close to the home territory is 
therefore preferable. Alternatively, where a client 
is trading in global stock markets, choosing a 
jurisdiction in a time zone that spans over as many 
time zones as possible is sensible.

4.  Language – In a similar vein to time zone, the 
language of the jurisdiction can also be important 
to ensure that intermediaries and clients can 
easily communicate with the product provider. 
It sounds obvious but we have a number of 
international clients moving assets to us from 
other platforms where frustrations have arisen 
simply due to language barriers.

5.  Currency – Any international platform should have 
multi-currency functionality. However, locating 
assets in a jurisdiction where bank transfers 
between client home territory and the platform’s 
jurisdiction is also important. International bank 
transfers are notoriously difficult and if money gets 
stalled in the banking system for a month this can 
not only create substantial client concern, it can 
also have a material impact on investment returns.

6.  Community – With assets potentially held a long 
way away in a foreign jurisdiction there are quite 
often ancillary services that are required. This 
includes tax advice, accountancy or legal services, 
not to mention banking and other alternative 
financial services. Consequently, locating 
international wealth in a jurisdiction where there 
is a wide community of quality service providers 
that are located nearby is also sensible. This is to 
ensure easy access to and administration of these 
additional requirements.

Why the Isle of Man?

CIG’s offshore platform is located and administered 
from the Isle of Man. While the Isle of Man is not the 
perfect solution for all clients it does tick a number 
of the boxes in relation to the points above:

1.  It is widely regarded as the leading international 
jurisdiction in terms of regulatory framework, and 
winner of many “Best International Finance Centre” 
on numerous occasions.

2.  It boasts the world’s oldest continuous democracy 
with its own government without party politics, 
giving it an enviable record of stability in 
comparison with other jurisdictions.

3.  Based in GMT is ideally situated to span Far East, 
Europe and the West.

4.  English may not suit everyone but as one of the 
most widely spoken languages and the default 
unifying language, (English is spoken by all pilots 
to identify themselves on flights regardless of 
where they are from!) having English as its native 
tongue places the Isle of Man in a strong position.

5.  The Isle of Man may have its own currency (Manx 
pound), however this currency links into the 
UK banking system and from London it easily 
links into the international clearing systems to 
make international bank transfers as efficient as 
anywhere.

6.  Finally, the Isle of Man is a well-established 
financial services jurisdiction. It has built an 
extensive community of professional services 
companies, banks, advisers, trustees and corporate 
service providers. This means that advisers 
and clients can easy find holistic solutions in 
a single location, making communication and 
administration significantly more efficient.

In conclusion, while there are a number of factors 
that feed into the decision making process when 
selecting an offshore investment platform, make sure 
you consider the benefits and the limitations that 
the jurisdiction may offers clients.

“Investing the wealth 
internationally diversifies a 
client’s wealth to mitigate some 
of that home territory risk.”



During the recent May bank holiday weekend, 
while spending time with the family and helping 
my daughters tackle their homework, we ended 
up discussing the 6 Rs that children learn as they 
progress through primary school. You remember 
them, don’t you?!

My eldest, now at secondary school and keen to  
get one over on her younger sister, quickly rattled 
them off: 

1. Readiness 
2. Resourcefulness 
3. Reflectiveness 
4. Relationships 
5. Resilience 
6. Respectfulness

As we chatted through what they all meant, it struck 
me how the same 6 Rs completely relate to my own 
‘grown-up’ world of business, and in particular, to 
investment platforms. So if you are a client, adviser, 
wealth manager looking for an offshore investment 
platform, then remember your 6 Rs:

1)  Readiness: Is your platform fit for purpose and 
ready to deliver what you need? Are you able to 

easily onboard clients? Can you access all the 
investments you need, or get information online? 
If your platform cannot do the basics, then it has 
failed the test at the first hurdle!

2)  Resourcefulness: Is your platform provider 
equipped to deliver all the resources you need? 
Is it in the right locations? Does it have a great 
leadership team to deliver exceptional results 
year in and year out? Does it have the right 
systems to secure your client data, but also 
share it as required? Crucially, is it profitable and, 
does it have the financial resources to improve 
continually?

3)  Reflectiveness: Do your platforms take time to 
understand your needs? Do they stand still, or 
are they looking to enhance and expand their 
proposition? Do they reflect on what is going on 
in their marketplace, and how they can best align 
with partners to grow stronger together?

4)  Relationships: Are your platforms one-
dimensional, or do they develop relationships 
with other companies and providers to strengthen 
the client experience?

5)  Resilience: In the modern world of fast-paced 
change, can your platform withstand the 
economic tough times as well as the good? Can 
it cope with regulatory and legal headwinds? 
How does it take advantage of technological 
advancements, and can it deal with potentially 
destructive cyber-security pressures?

6)  Respectfulness: Last but by no means least, how 
does your platform approach and treat its clients? 
Are they simply a number, or are they a person? 
Does your platform respect you by delivering on 
the promises you make?

I believe the platform proposition at Capital 
International Group ticks all the theoretical 6 Rs. 
Here are some quick practical reasons why:

1.  Clients, advisers, and wealth managers use our 
platform worldwide because it delivers the basics! 

What can 
Investment 
Platforms 
Learn from 
Schoolkids?
By Antony Kelsey
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Our platform is ready, offering open-architecture 
investment options, and a straightforward online 
portal with uploaded reporting. In addition, we 
provide easy onboarding, without the need for 
hard-copy documents.

2.  Our platform has a proven record of 
accomplishment, with a head office in the leading 
international jurisdiction of the Isle of Man, as 
well as a local office in Cape Town, South Africa. 
Strongly profitable, the platform has attracted 
a talented leadership team and has invested 
its resources to build in-depth strength in its 
front, middle and back offices. Resultantly, it is 
in a strong position to flex its resources in the 
most effective way without a heavy reliance on 
outsourcing.

3.  Our platform team are continuously 
communicating with our clients and partners 
to understand their ongoing requirements. We 
regularly reflect on our strategy to help enhance 
our proposition. This is why we are currently 
building a fully-digital onboarding process, as well 
as working to evolve our treasury business into 
a bank in order to allow us to offer some of our 
platform clients banking and leverage alongside 
their investment portfolio.

4.  We recognise our core skills, which is why we 
forge relationships with other platforms to serve 

other client segments. We work with trustees, 
pension providers and life companies so that we 
can deliver additional products alongside our 
core platform. We also recognise the benefits 
of choice, and therefore collaborate with third-
party discretionary investment managers to sit 
alongside our own proposition.

5.  Resilience sometimes seems the hardest ‘R’ 
when you are in the midst of dealing with a new 
challenge (think FATCA, CRS and GDPR)! However, 
as a business running over twenty years that is 
currently in the middle of building exciting plans 
that will position the business well for scalable 
growth over the coming years, you have to 
demonstrate resilience along the way!

6.  We pride ourselves on our customer service and 
the way in which we strive to make all associated 
processes as simple as possible for advisers, 
wealth managers and their clients. We endeavour 
to meet our promises 100% of the time, but hope 
our clients judge us more on the way we deal with 
things on the rare occasion that we do not. It is all 
about respect!

So, while the 6 Rs may have taken you back to your 
childhood, I hope this demonstrates how they can 
apply to your life right now. 

Oh, and if you need some help with offshore 
investment platforms, do get in touch!



“When I joined Capital International Group in 
January, I was told that I would soon be travelling to 
the Isle of Man for three weeks to get to know the 
team there, as well as to get some further training 
in my role. 

On Sunday 8th April, as I touched down in the 
cold and rainy weather at Ronaldsway, I was totally 
unprepared for how much I would fall in love with 
the island!  

Arriving at the Douglas-based office, I began 
working alongside my colleague, Gill Porter, the 
Onboarding Team Senior Manager, who kindly 
shared with me the knowledge she has gained 
throughout her 20 years working for the Group. 
Gill and her dedicated team work so well together 
going above and beyond to maintain and help 
build a satisfied, happy clientele.  

As I look back over those three weeks, I can’t 
believe the amount of valuable knowledge, details 
and skills I picked up in such a short time with Gill’s 
team; all of which I have brought back to the Cape 
Town office to share. 

I was fortunate enough to spend time with many 
other of my new colleagues within the different 
departments around the office, and I can truly say 
that it is an honour to be part of this company. The 

From  
Cape Town  
to Douglas!
By Lee Basson

As we expand our brand and head 
count out in South Africa, building close 
working relationships with our overseas 
colleagues becomes vital for our Isle 
of Man staff. Lee Basson joined Capital 
International Group in South Africa as 
Onboarding Senior Administrator in 
January 2018. To expand her knowledge 
of the business, Lee flew over from Cape 
Town to our newly refurbished Isle of Man 
office to work alongside the On-boarding 
team for three weeks!

Our People
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people around me were kind, helpful, and went out 
of their way to make me feel welcome and part of 
the business. More, the brand new additions around 
the office such as the branded wall canvases and 
state of the art coffee stations only added to the 
ongoing excitement in the air about the upcoming 
plans for the Group. 

Spending time with our charming CEO, Greg Ellison, 
allowed me insights into how the Group is run from 
the core. I was immediately impressed with the 
relaxed and humble way in which he manages the 
Group. In the monthly staff update session, Greg 
emphasised to us how important it is, as colleagues, 
to look out for each other and be good to each 
other. I was moved- life is hard, fast, and sometimes 
people end up just pushing for results. Greg stood 
before us acknowledging the value of each of us 

personally, and promoting kindness and empathy to 
one another. 

Whilst on the island, I had time to get a feel for the 
culture and proud heritage held there. I explored 
the beautiful Manx countryside, seeing the wild 
daffodils blooming everywhere; the newborn lambs 
with their families; and the rich soil of the farmland.

I visited the beautiful seaside town of Peel, where 
I walked through the mazes of streets and bought 
Manx gifts to bring back home to my friends and 
family. 

“... I was in awe at how caring 
and united the people are - how 
amazing is that?”



I drove the famous motorcycle route where the TT 
riders do their fast and famous race. I hope that 
next year I will be able to see the race itself live in 
action! But on that note, I had to put my own petrol 
in at the petrol station- something we all take for 
granted in South Africa!

One of the most wonderful moments that I 
experienced of Manx culture happened whilst I 
was listening to the local news on the radio. The 
quality of life here is incredibly different (and 

so safe) in comparison to what I have become 
used to in South Africa, where we have to listen 
to the most terrible news relating to murder and 
volatile politics on a daily basis. I was in awe at 
the contrast- the news announced that islanders 
were on the lookout for a dog who had attacked 
a newborn lamb. I was in awe at how caring and 
united the people are- how amazing is that?  

There is so much integrity on this island, and I feel 
proud to say that the same integrity is reflected 
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within the Capital International Group office. 
Every day, I saw how the business runs true to 
its original and lasting values of innovation, 
integrity and excellence. In addition, I saw 
respect. Everyone works together to ensure our 
clients receive a great and timely experience, as 
well as to make them proud to be involved or 
associated with us. The Compliance team ensures 
that we are all equipped with the suitable and 
up to date knowledge to protect our clients and 
the business, and they work alongside each 
department individually to do this. 

To the Chairman of the business Anthony Long 
and his wife Helen, who are both currently 
in Cape Town, I wish to thank you immensely 
for your hospitality of letting me stay in your 
breathtakingly beautiful home in Ballasalla. My 
stay there did not feel like a visit, but just like 
home. 

The stunning island, the people, the culture, and 
the many colleagues who so quickly became 
friends, have stolen a huge part of my heart. I 
cannot wait to return!”

“The stunning island, the 
people, the culture, and the 
many colleagues who so quickly 
became friends, have stolen a 
huge part of my heart.”

Since arriving back in Cape Town, Lee has 
been promoted to Onboarding Manager 
for the South Africa team. She will 
continue to work closely with Gill Porter 
to ensure our processes and procedures 
are smoothly coordinated. We would all 
like to wish Lee huge congratulations on 
her well-deserved position!



How long have you worked at Capital 
International Group and what is your 
favourite memory over that time? 

I’ve worked here since November, so I’m still quite 
new! My favourite memory so far has been the 
Christmas party, because I had only been working in 
the office a month and it really helped me to get to 
know people and have fun with them before I even 
knew most of their names. 

What is your biggest life achievement so 
far?

Getting my job here at CIG. Moving from bar and 
kitchen work into my first full time office job felt like 
a real step upwards and forwards in all aspects of 
my life. At the same time, I also still get discounted 
drinks from knowing bar staff- win. 

If you could have dinner with three people- 
dead or alive- who would they be?

This is an easy one for me. I would choose 
Vespasian (arguably Rome’s greatest ruler), not only 
to hear how he managed to save the crumbling 
empire, but also to see how much people have 
really changed through time. Then Bill Gates… 
because he isn’t Richard Branson. Finally, I would 
add in James Haskell, the Archbishop of Banterbury, 
just for the craic.

If you won £1m, what would be the first 
thing you bought?

I would buy a permanent pitch with a clubhouse 
for the Western Vikings (my rugby team). We have 
a training pitch and we play at QE II, but to have 
our own pitch and clubhouse would mean a lot to 
everyone.

What career did you aspire to when you 
were growing up?

An Archaeologist- and before you question it, this 
was definitely not inspired by Lara Croft… just Phil 
Harding’s shorts on Time Team.

What is your favourite thing about living on 
the Isle of Man?

Well, it definitely has to be the weather. I love how 
it is always warm and sunny, although sometimes I 
really wish that it would rain more.

A Time Out With:  
Conal McCartney
Customer Services Administrator

Our People
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Who is your biggest inspiration in life?

This is such a hard question to answer as I have 
had so many role models at different points in my 
life. However, I think the one that made the biggest 
difference to how I think would be Bear Grylls. He 
was the one who continued to inspire me during my 
yearlong injury, and really reminded me that work 
ethic is everything.

What is your favourite song of all time?

I couldn’t pick just one! Blink 182 were the 
soundtrack to my childhood, but you just can’t beat 
some Mr Blue Sky. But maybe I should go with some 
traditional Manx music and say the Bee Gees? As 
long as it’s not B*Witched I’m happy!

If you could have witnessed any historical 
event, which would you choose?

The fall of the Berlin Wall. Not for the historical and 
humanitarian value, but to see the Hof singing.

What are people surprised to find out about 
you?

Usually people are surprised that I’m vegetarian, 
but more surprised that I’m not 12! The way I see it 
is that I’ll continue to look young as I age, but for 
now it’s a pain that I’m the only friend who still gets 
ID’d…

If you could only eat one meal for the rest 
of your life, what would it be?

It’s a tough one between Mac and Cheese or 
Lasagne. What about Lasagne made with macaroni… 
Well, at least now you know why I don’t work in 
kitchens anymore!

If you could banish three things to Room 
101, what would they be?

Scanning, mushrooms and bad moods!

What is your favourite way to relax in your 
spare time? 

This depends on the stress levels of the day (such 
as the aforementioned moods). Relaxing at home 
by watching a TV show without having any plans to 
think about, or being in the pub with my best friend 
would be my top two ways to wind down. 

Where do you ideally see yourself this time 
next year?

Ideally, I see myself as a retired millionaire on a 
Caribbean beach drinking Mojitos, so let’s see if I 
can pull that one off.

What is the best piece of advice you have 
ever been given?

 ‘Winners don’t whine, and whiners don’t win!’
“... I see myself as a retired 
millionaire on a Caribbean 
beach ...”



A Hard Tail: 
Because 
Life’s Not All 
Downhill!

Our Head of IT Development, Nick Kohne 
and I teamed up recently to compete in 
the 2018 KAP Sani2c challenge. 3 days of 
mountain biking from the base of the  
Sani Pass, high in the Drakensberg 
Mountains in KwaZulu-Natal, down to 
Durban and the sea.

The race consisted of 264km, including 3,627m of 
ascent. Over 6,000 competitors took part in all; a 
logistical triumph for the organiser, Farmer Glen, 
and his 2,800 volunteers. We rode, camped, ate and 
drank like clockwork.

Day 1 started on a beautiful morning high in the 
Drakensberg at Glencairn Farm, with breathtaking 
autumn colours, distant views of the mountains 
and beautiful rolling farmland all around. It was a 
day to ease us in gently (with much tougher things 
to come) but after 82km of riding and over 1,183m 
of climbing, Nick and I were more than ready for 

By Anthony Long

Events South Africa
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our first beer when we arrived at Mackenzie Club to 
camp for the night!

Day 2 began at dawn with coffee and breakfast in 
the marquee. This day is what makes the Sani2c so 
special. It is a long, arduous day, with 96km of riding 
and over 1,500m of climbing. The route took us 
down through the mighty Umkomaas Valley, and is 
some of the most spectacular riding imaginable. It 
is impossible to describe the feeling and the photos 
simply do not do it justice, but it was definitely two 
of the best hours of riding ever.

However, for every downhill, there is an uphill too! 
The Iconic and Haaibo climbs were simply brutal, 
so by the end of day 2 we were both exhausted. 
More beer, a massage, two steaks (each!) for dinner, 
with wine (of course) and we were sound asleep by 
8:00pm!

Overnight, I could swear that we were both run 
over by a tractor, and at dawn the next morning, 
although the mind was willing, the body screamed 
‘no more!’ Mountain bike technology has progressed 
a long way over the last fifteen years, and my old 
faithful 26’ Hard Tail, which I bought for the Isle of 
Man End2End race in 2004 is now old tech! Whilst it 
still works perfectly, with no suspension system, it 
also hurts constantly… and didn’t I know this when I 
got back on the bike at the beginning of day 3!

Everything hurt, from my head right through to my 
tail! Even Nick was hurting, and he had built his new 
bike especially for the Sani2c, with its 29’ wheels, 
full suspension system and carbon everywhere. 
Nevertheless, with some painkillers and a lot of 
coffee, we headed off for the start of the final 86km 
down to the sea.

It turned out that Day 3 was a glorious day of fast 
sweeping single-track trails through sugar cane 

farms, plantations, a game reserve, and distant 
views of the sea getting ever closer whenever we 
crested a hill.

It was three days of the most spectacular 
countryside, with some of the most breathtaking 
and arduous cycling imaginable! Three days of 
brutal endurance riding, but what a prize to have 
completed it, and I could not have had a better 
teammate to ride with.

With his twelve-year younger age advantage and 
much better technology, there is no doubt I held 
him back- But we rode every kilometre together, 
climbed every hill together, crossed every river 
together, and we finished together; because that’s 
what great teams do.

Thank you Nick, thank you Farmer Glen, and thank 
you Sani2c for one of life’s most memorable 
adventures.

“... at dawn the next morning, 
although the mind was willing, 
the body screamed ‘no more!’”



“Tell Moran I want a request!  
Don’t Stop Me Now by Queen!”

That was the interview by Manx Radio as a 
breathless Pete Miller powered through the check-in 
zone at Peel, 32.5 miles into his 85 mile Parish Walk 
last Saturday.

The Moran in question was Paul Moran, our very 
own Risk and Compliance Director and part-time 
DJ who was hosting the lunchtime show on Manx 
Radio.

Spurred on by Paul honouring his request, Pete 
Miller, Operations Manager at Capital International 

Group, produced his best ever performance and 
came 3rd in the annual walk, completing the ultra-
endurance event in 16 hours and 14 minutes. This 
is what the Isle of Man is all about; welcome to the 
Parish Walk!

Most famous for the TT motorcycle event held 
annually in late May/early June, the island has 
another jewel in its crown, the Parish Walk. Taking 
place on the Saturday nearest the summer solstice, 
the race starts at the National Sports Centre in 
Douglas and takes the 1,500 or so competitors from 
all over the world, on a beautiful course around the 
island. The conditions were near perfect this year, 
perhaps a little warm, allowing for some incredible 
performances.

“I’m just going to Peel” is the oft-heard and typically 
understated phrase of many locals who plan to 
complete their walk at the 32.5 mile stage, 7 or 8 
hours after setting off. The fact that in itself this 
section of the course is the toughest of the whole 
route including the infamous Sloc, a steep multi-
mile mountain climb 20 miles into the journey, 
amplifies the irony in ‘just’ going to Peel.

Don’t Stop  
Me Now

Events

By Greg Ellison
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This event in my mind represents everything that 
is best about the Isle of Man. The stunning, rugged 
scenery, the understated determination of our 
people and the selfless sense of community as 
people line the streets into the early hours of the 
morning to support the walkers. In most countries 
the event would be streamed live on TV. This is 
our London marathon, but to be precise, it’s more 
like three and a bit marathons rolled into one.

The Parish brings people together, whether purely 
for fun, as a goal to get out and train at the 
weekends, to raise money for charity, or as a team 
event.

I am so proud of the contribution to this year’s 
event by the team at Capital. We had 15 people 
take part as walkers and many, many more 
supporting them along the way, handing out 
drinks, fresh kit and food all through the night. 
What a performance the team put in. Pete was 
leading the way, but not far behind him our Chief 
Operating Officer Werner Alberts achieved his 
personal best, finishing in 18:53 to take 27th place. 
They might be hobbling round the office wearing 
slippers this week, but once the pain has subsided 
the glory will always belong to Andy Payne and 
Rory Dearden, two of our young rising stars at 
Capital, who also completed the full 85 mile 
course. Seven of our team team ‘just got to Peel’! 

Collectively we won the Corporate Team race 
but more importantly we played our part in 
contributing to what I believe is a unique and 
wonderful challenge.

So I salute all of my colleagues that took part, 
from the weekend warriors to the elite. To June 
Cannell and Georgina McMaw who put in a 24 
hour shift to cheer the walkers on whilst flying 
the Capital flag. To all the families and friends 
that helped our people do what they do. I talk to 
the teams regularly about creating a culture of 
excellence in all that we do. They all epitomised 
this over the weekend and we’ll be back for more 
next year!

Pete Miller well on his way to that podium position!

Andrew Payne crosses the finish line for the first time!

Rory Dearden making his impressive Parish debut 
look like a casual stroll!



On Thursday 24th May, Commercial Director 
SA, David Noon, Business Development 
Manager SA, Helen Jones, and Relationship 
Manager, Bronwyn Ontong, attended 
the International Adviser Conference in 
Johannesburg, South Africa.

David presented ‘How to Find an Ideal Platform 
Provider when Investing Offshore’ in much the same 
way he did at the Cape Town IA Conference on the 
22nd. During the later Q&A session, there were 
many questions raised to him from the audience in 
response to the importance of jurisdiction, and in 
particular, the difference between Isle of Man and 
the Channel Islands.

Delegates agreed on the importance of our 
local presence and office requirement in South 
Africa, and were surprised at how much Capital 
International Group has grown over the last 18 
months! As we take time to pause and look back in 
these moments when such comments are made, 
we feel incredibly proud of all that the Group has 
achieved in this time- from the rebrand and office 
refurbishments to the increase in headcount- the 
growth has really been incredible.

As with the Cape Town conference, much positive 
feedback was received from international delegates 
following David’s presentation. Many were 
impressed by the selection of services available 
at CIG, primarily our ability to provide access to a 
universe of assets including listed and collectives 
via our online platform.

The panel discussions over the two conferences 
were extremely interactive, with Q&A’s between 
delegates and speakers. Questions touched upon 
specific presentations of the day, as well as the 
wider financial markets. The importance of data was 
discussed in detail during one of the presentations, 
with particular attention to how data is utilised in 
line with GDPR in Europe, and POPI in South Africa.

Notably, delegates were interested in asking us in 
particular if we believe that investing offshore from 
South Africa will continue. David confirmed that as 
political instability continues following the election 
of Cyril Ramaphosa, our South African clients still 
wish to hold non-Rand based assets in more stable 
currencies for confident financial security.

International 
Adviser 
Conference 
Johannesburg/ 
Cape Town 
By Helen Jones

Events South Africa
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The Isle of Man Eagle Lab will offer 5,000 square feet 
of collaborative workspace, and will be available 
for use by individuals, local businesses, community 
groups and schools. 

Sincere congratulations to all parties involved in the 
inception of this remarkable collaborative space. 

The Launch of 
Barclays Eagle 
Labs, IOM

Events

On 24th May, the CISI invited its members to attend 
celebrations of its 25th anniversary in the Isle of Man 
with champagne and canapés!

Our Group founder, Peter Long, attended the 
event at Portofino alongside our Head of Business 
Development, Antony Kelsey, and Relationship 
Manager, Wendy Oliver. 

Rodney Margot set up the IOM branch 25 years ago, 
which has accumulated over 300 members, many of 
whom are employees at Capital International Group 
who take their professional exams through the CISI. 
Worldwide, there are over 45,000 members. 

We would like to extend our congratulations to CISI for 
all their success! To find out more, visit: www.cisi.org

CISI’s 25th 
Anniversary on 
the Isle of Man

Events

The Eagle has landed! A fantastic 
evening was spent at the Barclays 
Eagle Lab launch on Victoria Street, 
Douglas, on 31st June.



On the clear spring evening of 17th April, 
some of our staff members and their family 
members spent the evening stargazing at 
The Isle of Man Observatory in Foxdale, 
organised by our Social Committee!

Thanks so much to the Isle of Man Astronomical 
Society and their volunteers who made our 
experience so insightful! We loved learning more 
about outer space, and the stars that can be seen in 
the dark skies of our beautiful Island. 

The Quarterly 
Management 
Forum

Eleven of our Managers then went on to Exit 
Strategy, where they fought against the clock to 
solve puzzles to get out of a locked room. They 
split into two teams, both of which managed to 
escape- with Team One having 6 minutes to spare, 
and Team Two having a tense 0.04 seconds to spare 
respectively!  

Onboarding Team Senior Manager, Gill Porter, said, 
“It was a really great day of coming together as 
Managers from all areas across business to share 
ideas and have positive open discussions to focus 
on moving forwards as a team. Exit Strategy was 
such brilliant fun, and really showed that teamwork 
was the only way to find a solution… and in this 
case, escape!”

Stargazing  
in Foxdale

On the 4th May, our CEO, Greg Ellison, and 
COO, Werner Alberts, led the quarterly 
Management Forum. Twenty-two of our 
Managers attended focused discussions (with 
pizza) on a range of subjects relating to the 
business- from recruitment, to Group Risk.

Events

Culture
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The RAF  
Red Arrows
During a sunny night in June, staff members and 
their families gathered on Capital International 
Group’s sun roof to watch the RAF Red Arrows. 
Thanks to Pizzaiolo for supplying over 20 pizzas, our 
Social Committee for organising and hosting, and to 
everyone who came to support the event!

Davison’s 
Ice Cream
Every once in a while the sun decides to come out 
on the Island. To celebrate, the Social Committee 
arranged for the Davison’s Ice Cream Van to visit 
and provide cold treats for the whole office. 

Rachael Butterworth

Culture

Culture



Hospice  
Isle of Man
On Friday 6th April, we had a brilliant day 
fundraising in the office for Hospice IOM. 
The day was themed around Harry Potter 
and all things Irish, and the occasion  
was met with full enthusiasm from the 
IOM office! 

The Social Committee made and delivered 
personalised charity breakfasts, from fresh 
pastries to June’s homemade sausage baps. Over 
£130.00 was raised overall!

Thanks to all our staff that dressed up, were 
involved with the breakfasts, or simply donated. 

On 1st May 2018, Chief Operations Officer, 
Kirsten Gorry, announced to all staff that we had 
managed to raise and donate a further £479.00 to 
Hospice Isle of Man through our daily tuck shop 
treats and car parking donation scheme.

Charity
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‘Paws for 
Afternoon Tea’ 
Event
On Friday 25th May, the ManxSPCA 
organised an Island-wide event: ‘Paws for 
Afternoon Tea’. The event was aimed at 
raising both awareness of the local charity, 
and funds for their continued work and 
services to animals. 

We held a cake sale for animal-themed cakes, 
and had some amazing efforts from all our staff/
family bakers- from Rachael Butterworth’s ‘sheep’ 
cupcakes, to Kate Ellison’s winning cake, ‘Pigs in the 
Mud’!

The day was topped off with a special visit from 
MSPCA member, Kerry Gascoyne, and her own 
rescue dog, Jake. Jake was rescued along with his 
three siblings just over a year ago, when he was 

found in a bag thrown over a fence in the north 
of the Island. These stories were hard to hear, but 
seeing the life Jake leads now made us understand 
how important the charity is here on the Isle of Man. 

We are proud to have raised £150.00 for the MSPCA, 
all of which will go to the prevention of the cruelty 
to local animals.

Charity

On 25th May or Business Development Manager, 
Craig Dalton, proudly presented our new teardrop 
banner at the Microgaming Golf Day for The 
Childrens Centre! We were proud to sponsor the 
7th hole at Castletown, for this a hugely successful 
event. Well done to all the organisers and everyone 
that got involved.

Microgaming 
Charity Golf Day

Charity



On Friday 15th June, our CEO Greg Ellison 
challenged Antony Kelsey, Head of Business 
Development, to travel from Cape Town to 
Ronaldsway in our CIG branded cycling kit. 
Antony agreed, on the terms that we raised 
a minimum of £300 for charity!

Little did Antony know how enthusiastically our 
staff here at CIG would get behind Greg’s challenge- 
managing to raise over £620 for Alzheimer’s 
Research in a matter of hours!

… And so Antony embarked on his epic lycra journey 
home followed closely by Greg’s camera.

Congratulations to Antony and Greg, and thank you 
to all our staff who got behind this amazing cause!  

Travelling  
in Style  

Charity
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Charlotte Looker, of our Asset Services 
department, shares her experience and 
insights from her recent trip to South  
Africa to work with The Port St Johns 
Community Fund:

‘In May, I took a trip to South Africa to visit a friend 
who lives there and spends a few months each 
year working on his own sports project in the 
coastal town of Port St Johns. The ‘The Port St Johns 
Community Fund’ charity is based in the Township 
of Mthumbane, a significantly deprived area with a 
75% unemployment rate, as well as a high rate of 
HIV.

Up until this year, the sole focus of the charity has 
been to create a football pitch on a barren patch 
of land just outside Mthumbane and to provide 
players with the necessary equipment to train and 
play in the local league. So far, the project has been 
very successful- with the team now training twice a 
day and regular coaching sessions offered for the 
children. The pitch is never empty!

Whilst many have benefited from the charity’s work 
in recent years, the women and girls living in the 
Township have been slightly left out. As a result, it 
was decided that this year, part of the football field 
would be given entirely to the women and girls so 
that a netball court could be constructed. Within a 
week the area was weeded, chalk lines were drawn 
and hoops were welded into shape! Now all that 
was missing was some kit…

After hearing about the netball project prior to my 
trip, I was eager to help and so reached out to Helen 
Long to see if the Group would be interested in 
sponsoring the netball bibs so that the girls could 
start training properly and get a team together 
for their local league. After very kindly agreeing to 
support the project, I managed to squeeze 14 bibs 
into my rucksack and embarked on the epic 2-day 
journey to the remote area of South Africa.

After handing the bibs out, we visited the pitch 
area almost every day to find a court full of women, 
girls and sometimes even boys all training together. 
Whilst I am unsure as to how well the rules of the 
game were being followed, they were certainly 
enthusiastic and enjoying the game, which is the 
main thing! Since returning to the island a few 
weeks ago, I have heard that the girls have now 
acquired a dedicated coach with whom they train 3 
times a week and that the team is planning to enter 
the local league, which starts in just a few months’ 
time.

I would like to thank the Group for supporting 
me with this project. Women and girls in the area 
often find themselves with nothing but chores and 
childcare to occupy their time. The netball project is 
therefore invaluable, providing them with a positive, 
social and active way to spend their time as well as 
helping to build their confidence in an area where 
they are so often overlooked.’

We would like to say a huge thanks to 
Charlotte for getting actively involved with, 
and blogging to raising awareness for, this 
very worthy cause!

South Africa 
Sponsored 
Netball Kit

Charity



Stephen 
McClements:  
TT Photography

Stephen McClements, of our Compliance 
department, has a passion for motorsport 
photography. This year one of his photos 
in particular attracted all our attention, 
as well as attention worldwide from 
bikers and fans alike. We were all full of 
questions about his experience, and more 
importantly, about the successful hobby 
that he had managed to keep quiet around 
the office for so long!
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How long have you been photographing 
the TT? 

I first started photographing the TT in 2009 purely 
as a hobby. I submitted a selection of images to a 
local publication and to my surprise they used a 
couple. The following year they agreed to support 
my application for accreditation, this means that for 
the TT I have access to Restricted Areas, the start 
line and the Podium Presentation. Nine years later 
and thousands of pounds spent I’m still going!

Do you work for a specific company when 
photographing the TT or is it a hobby?

This year as well as the local publishing company 
that has supported me since I started, I also 
provided images to a local newspaper group. 
They have been fantastic in supporting me when 
applying for accreditation for events I have travelled 
to photograph. During 2018’s practice week, I was 
contacted by a major Motorsport Photography 
Agency asking if I would be interested in assisting in 
a photoshoot they had planned during race week. 
This extended to providing them with images from 
the racing for their clients. 

What would people be surprised to hear 
about your photographing exploits?

In the two and a half years that I have worked for 
Capital International Group, I have probably only 
taken one week’s holiday that did not involve 
photographing a motorcycle race. During this time 
I have attended races in Malaysia, the USA, Spain, 
Italy, Czech Republic, the UK and of course our Manx 
road races. 

I am fortunate that the island is home to the current 
World Superbike Champion Jonathan Rea, Moto GP 
star Cal Crutchlow and former World Supersport 
World Champion Sam Lowes, as this is a great help 
when applying for accreditation.

Could you provide a summary of your 
experience of this year’s TT?

I actually missed the first evening of practice as I 
was at Donington Park photographing the British 
round of World Superbikes. I arrived back on the 
island on Monday evening and within half an hour 
of collecting my bags from Arrivals I was on the start 
line. It is always a challenge to find new spots to 
shoot from, so I was pleased during practice week to 
visit two new places. Both places required a knock 
on the door of the landowner to ask permission, 
and it always amazes me the hospitality of locals 
to strangers; in one instance, the owners appeared 
quite disappointed that I could not hang around for 
their BBQ once practices finished! Unfortunately, on 
the Wednesday of practice the unforgiving side of 
the TT materialised when local rider Dan Kneen was 
killed in an incident and having spoken to Dan on 
numerous occasions and assisted him with photos, 
the news was hard to take.

After missing the next practice session to clear my 
head following the sad news, I was ready for race 
week. We were treated to some close spectacular 
racing with lap records tumbling due to the weather. 
I had already pre-planned my locations each 
day so that I could get a variety of shots for each 
race, which went successfully. The main problems 
encountered involved remembering to charge my 
laptop and trying to find a 4G signal in the middle 
of nowhere. 

What do the TT races mean to you?

Kind of a love-hate relationship! It’s like Christmas 
for me, I wait 50 weeks of the year for it to come 
around, talk constantly with my friends about 
it, spend time watching footage on previous 
years racing to find new places, and await rider 
announcements in the run up to the event. But in 
a split second as I have found out over the past 2 
years you can find yourself questioning why you 



do it and feel like walking away. However, having 
been involved in the races in some capacity for over 
twenty years you just know come the following May 
you will be sat back on a hedge somewhere!

What is the hardest part of photographing 
a race?

For me, it is planning my locations so that I can 
capture a variety of images from different places, 
which can be quite challenging within four laps. 
As a cyclist, local knowledge of the back roads is a 
definite advantage.

What is your favourite section of the TT 
course to photograph from and why?

Guthries, which is located on the mountain. I 
don’t think you will find a more picturesque view 
from a section of track on any circuit in the world! 
On a clear day, you can capture the riders in the 
foreground of the shot and the background covers 
the north of the island.  Local knowledge comes in 
handy here too as there is a culvert which enables 
you to photograph from both sides of the road.

Apart from the TT Course what is 
your favourite circuit in the World to 
photograph?

Tricky one! My shortlist would be Philip Island in 
Australia, Laguna Seca in USA and Brno in the Czech 
Republic. As it is less than a pound a pint in Brno, it 
takes the chequered flag!

Do you photograph all the riders, or 
photograph for specific requests?

My brief this year was to capture the top 20 in 
each race whilst keeping an eye on the local rider’s 
performances.

Is it only bikes you photograph or is the 
interest wider than motorsport?

I am interested in all forms of Motorsport but so far 
I have only photographed the 2 wheel variety. On a 
trip to Australia later this year I will be attending a 
car race (Bathurst) and will attempt a few shots from 
the spectator area.
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What are your ambitions going forward 
with your photography after your success 
this year?

I shall whisper this in case my Manager is listening… 
I would love to take a year out and cover an entire 
season of Moto GP or WSBK. However, until I win 
the lottery you will still find me in the Compliance 
Department at CIG!

How many photos do you take of a single 
average TT race?

Over the two weeks including practice sessions I 
took approximately 4,300 photos. For an individual 
race it averaged 330 photos.

Describe the interest in your most popular 
photo from this year’s TT.

My most popular was a photo from Ballacrye of 
Michael Dunlop & Ian Hutchinson. The riders pass 
through this section at approximately 160mph just 
a few feet away from you, and due to the crest 

of the road, they become airborne which is quite 
spectacular. As a result of posting it on Facebook I 
received a number enquiries of people wanting to 
purchase a copy.  

How many hits did this particular photo 
get?

To date, I have had just over 33,000 views on 
Facebook and in the region of 2,500 likes, retweets, 
etc. on various social media platforms.

Has this been your most successful 
photographing season? If not, what was?

Yes, I think this has been one of my best TT’s 
to date, as working for the agency gave me an 
opportunity for new experiences I could only have 
dreamed of 12 months ago and I am excited for 
what the future holds…  roll on the 25th May 2019!

You can see more of Ste’s work by visiting 
www.ajsimages.co.uk or by searching ‘AJS 
images’ on Facebook.



Ten Seconds 
Apart:  
A Poetic 
Tribute to the 
TT Races

Our beautiful island begins to awaken
Hotels and restaurants, every space taken 
The Grandstand reborn as the trucks roll in 
The energy building, teams plotting to win 
Phone boxes, lamp posts wrapped in hay 
You know the races aren’t far away 
The place once a year where you’ve just got to be 
The most thrilling event, Isle of Man TT.

Swarms of bikes roll into town
Up on the mountain, visors down
Shops and bars, all of them teaming
The prom full of bikes, all of them gleaming 
Praying for sunshine, safety and fun 
Riders are focused, the race must be won 
Drinking beer in the sunshine, maybe even a tan 
New choice this year, Bushys or Ram?

Ten seconds apart, the waiting is done
The riders shoot off, like a bullet from a gun 
For those brave enough, it’s all ‘bout the thrill 
Hitting 140, sparks on Bray Hill
6 laps to go, concentration intense
The race has its haters, feeling incensed 
At the loss of those that don’t make it back 
Year after year, opinionated hacks.

But this ain’t a sport, it’s much more than that 
We’re not at Lords choosing whether to bat 
Man and machine pushing the limits 
This race is the essence of human spirit 
Pushing the boundaries like never before 
To the victor the spoils, written down in folklore 
Passion and skill, new friendships dawning 
If this ain’t your bag, there’s a boat in the morning!

By Greg Ellison
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